HOV 08 1904

CERTIFIED HAIL

Dear Applicant:

We have considered your application for recegnition of exemption from Federal
income tax undcr section 501(c} ({6} of the Internal Revenue Code and have
determined that you do not qualify for tax exemption under that section. Our
reasons for this conmclusion and the facts on vﬁ;ch it is based are expla1ned
helow.

You were incorporated under the laws of _ on
B :: 2 0 association of independent unsers known as NN
I . vour statad
purposes are to provide an autonomous educational netverk for communication
among members, organlzatlons, and others vwho manage or opcrate

products and services. This educational network will sponsor conferencss,
mectings and forums to share ideas and update membars as to new and useful
ways to use the service to maximize effectiveness within their respective
companies; to publish newsletters and member directories; and to give feedback
and suggestions for the enhancement of products and services used by the -

meibers of [N

Your income is derived from conference fees, membership dues, and the sale of
conference related items and advertising space in your nsawsletter. Yecu have
also received a SHEEEM contribution from ‘

>

h

Your expenses are attributable to your

(9]

onference and nevsletter.

o

You have three classes of membership: } Regular members are those companies
or individvals who manage or operate [N products and services; 2) Vendor
members are those companies or individuals who sell preducts or services; and
3) Associate members are those other individuwals or companies who have a
legitimate need/interest in belonging {(to the organization). 9Only Regular
members are entitled to vote or hold office.

Section 501(c) {6} of the Internal Rewenue Code provides for exemption of
business leagues, chambers of commerce, real estate boards, boards of trade,
.and professional football leagues, which are not organized for profit and no
part of the nﬂt garnings of which inures to the benefit of any private
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Sactxon -.5GL(C) 5} of ths Incomé'TaY Regula tlﬂns states that business'
league is an associatioﬂ*of.parsons having some common bn51nes, interest, the
purposs of which is to vromote such common intersst and not to sngags in a
regnlar bnannpssvof a kind ordinarily carried on for profit. Tt .act'vities
“should ba directed to the 1mnrovemcnt of husiness copditions of one or mor
lines of an1ness as alsflnau;qhe flOW tha performanca of rti cnla .Qerv1ces

for indiv 1dua] persons.

~-Hétidna1'Huffler'Daalers’~§§sg g?lon ¥ '_““,440 U . {1979 describes a

trade association ub’ch confined, its. membersh ip de53yr= franch;sed bv a
partlbuiar company ‘and its act1v1t1eb to the bn51ne of that companv, In ‘
this case, the court ruled that the organization was “at_en*itlcd to exemption

under section 5061{c){6) since its activities and wemberskip dnbs not serva the
1ndustrv as a vhole but only a segment of a line of Hu«zns o

Fe enua PLllnq 67 =77, puh3iehed ir Cumulative Bulletin 1967 J ~on page 138,
‘héld that an organization composed of dealers in a certain ma)e of auntomobils
in a designated area organized and ome)atad for the nr;narv purpose of
financing. general advertising. ramndxﬂnv to promote, with funds contvibuted by
dealers members, thc sale of that make of automobile was not entitlad to _
exemption. undar sectlwn 501{c) (6). The rationale of this denial .of exsmption
was‘that the organization UAS perfdrminq particular’sarvices,for its nembers.

" Revenue Rullnn (5—187 pub113h¢d in Cumulative Bui‘nt1n 1968-1, on page 263,
states that it is the position of the Internal Revanue Service that
organizations promotlnd a c]ndle brand or product within a line of business do
not qna]lfg for ax emntton from Federal income tax under section. %ﬂi(ﬂ\(f¥ of
the Cods.

ve Bullstin 19:1 l on page 127,
s . limited to organizations that:
ies are designed
a of special
sction '
rations.

Revenue Ruling T4-3116, ub3lshad in Cumulati
held that an organizati vhose membership i
own, rent or use a spe ic tvpe of computsr and whose activit
to keep mambers informed of currant 301Lntif1c and torhnlcal E
intersst to them as usars of the computer is not axzmpt under s
501 {c) (3). The same rationale mzy be used for 5C1{c){8) argani

D et

‘3

‘Revenue Ruling 83-164, found in Cumulative Bulletin 1983-2, page 95, Weld that
an organization which directed its activities to users of computers wmads by
one manufacturer was not directing its activities towavrds the improvement of
business conditions in one or more lines of business within ths meaning of
section 1.501 (¢} (6}~1 of the Tncome Tax Regulations.

From the information youw have submitted, your organization i

s similar in

nature to the organizations descriked in Revenve Rnlings 68-182, 74-116 and
"§3-164. Zs in Revenve Rulings 74-116 and 83~164, vour purposs is to maks
better use of vour members' investment in [ 2cviprent. Your variois
committees and user conference allovs [ 2nd other vendors to interact
with vow members and to reqrond to rcqueqts to eznhance or alter aspzats. of .
their hardware products. Your nser group has had influence in the developmént
on the [ G - _op'ratmg systems, Wfllf'h rn.]] ulumate’v bepafit all

nsers . .of the technoTOGj



is noted in Revepue: Pulznq &8~ 182, vou Ara 1mn1ﬂv1nq and prcmn*lna fﬁe gse of
. : f

2 wingla, specific computer hardwars gstrm, not an eniwre line of bus 1ne<s,v
A3 rgquired_by_tbe, regulations cited. - The acltivitiey of your 3ruantma*lon are
furtheripg the husin 53 :md gronomio ’i ta erests’ of _ rmri irs usersy

Thersf ore, we- hava cnnrlnd 4d, *hat yon &a not quall T for exenption frowm
. Federgl -income tax as an organization ‘desc cribed in gsction 501 {¢cr {8} of the.

Code. In acrordance with this dat evmlnatzon You are yequired to £ild Federal:

income tax returns on Form 1120, -
If you do not agrez with our determination, wou‘ﬁa"f“nqu et conside
‘this watfer by the 0ffice of Reglonal Pirsctor of Appeals. To do
should file a written Apneal as. explainsed in (b2 enclosed Publica
Yout appeal shauld give the facta. law, znd any othar Jnformqu
© yonr po¢1tuom.. I ynu'?ap? a haaring, 'ﬁleaqe Tiqtht it when vou file.;aur
'annPaJ and you vnll Ye rontactzd to arrangs a date. - The hearing may ba hald
at the regional of ffice, or. if wou ragusst, 'df any.-matually convenisnd ,
district office, if yon ‘xzil be ra sprasantad by someons vhois not one of vour
principaivofficass that pnrsan will n&¢d ta f{?ﬂ A now r of attornav or tax .
authorization with us. N : - : B '

®

If vou don't anpéal'this" termination within 30 davs from tha dsta

e .
of this
latter, as explaivsd io Pnh):catvon ?»? this latrar will bec ComE QU final

dﬂfprn1naf)un o tb; matter.

Appaals submi
i

a s hlrh do not vonfa in a11 the. naﬂtmen at1nn ?LGNI?P& by
Publlcation W

tte
%92 will be returnad for complation.

If vou havs anv quastions, pleass contact ths person vhose nawa aud telaphone

shone nvmber avs &hmhn in the h?&dl ng of this lstter,

Sincerely

C
on’ to upnorklxp'





